| ARO2 


“ANNUAL 
REPORT 


YELLOWKNIFE BEAR 


MINES LIMITED 


FOR THE YEAR ENDED JUNE 30th 


a: 1978 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library — 


https://archive.org/details/Yell0054_ 1978 


Yellowknife Bear Mines Limited 


DIRECTORS 


HANS H. ESTIN, Boston, Mass., U.S.A. 

J. H. GRAY, Oakville, Canada 

LEWIS B. HARDER, New York, N.Y., U.S.A. 

WILSON E. MCLEAN, Q.C., Toronto, Canada 

R. G. PRICE, Calgary, Canada 

W. E. REARDEN, Toronto, Canada 

J. BRADLEY STREIT, Toronto, Canada (Deceased June 30, 1978) 
J. DOUGLAS STREIT, Toronto, Canada 

A. E. MACKAY, Toronto, Canada 


OFFICERS 


J. DOUGLAS STREIT, President, Toronto, Canada 
R. G. PRICE, Vice-President, Calgary, Canada 
T. P. FISCHER, Secretary-Treasurer, Toronto, Canada 


CONSULTING ENGINEER 
L. G. PHELAN, M.A.Sc. 


TRANSFER AGENTS AND REGISTRARS 
GUARANTY TRUST COMPANY OF CANADA 
88 University Ave., Toronto, Ontario M5J 1T6 


GUARANTY TRUST COMPANY OF CANADA 
311 - 8th Avenue West, Calgary, Alberta 


REGISTRAR AND TRANSFER COMPANY 
140 Cedar Street, New York, N.Y., U.S.A. 10006 
15 Exchange Place, Jersey City, N.J., U.S.A. 07302 


SOLICITORS 
MCLEAN, LYONS AND KERR, Toronto, Ontario 


BANKERS 
CANADIAN IMPERIAL BANK OF COMMERCE, Toronto, Ontario 


AUDITORS 
JOHNSON, RICKARD & COMPANY, Toronto, Ontario 


HEAD OFFICE 
360 Bay Street, Toronto, Ontario, Canada M5H 2W3 


YELLOWKNIFE BEAR MINES LIMITED 
Report of the Directors 


To the Shareholders, 
YELLOWKNIFE BEAR MINES LIMITED 


It is with regret that I report the passing of Mr. J. Bradley Streit on June 30th, 1978, at his home in 
Toronto. Mr. Streit was President of Yellowknife Bear Mines Limited since its inception in 1948. He retired 
as president in 1966, but continued as a Director until his death. His contribution to the Company’s growth 
was incalculable, and his wise counsel and advice will be sorely missed. 


The Directors of Yellowknife Bear Mines Limited are pleased to present the following report to the 
Shareholders describing the operations of their Company for the year ending June 30th, 1978. 


Accompanying this Annual Report is additional material which will enable the Company to convert 
from an Ontario Charter to a Federal Charter subject to shareholders’ approval. Management felt because of 
location and nature of Company assets it would be desirable to change the Company to a Federal cor- 
poration. Other than an affirmative vote no action is required by shareholders as your share certificates will 
remain the same. 


FINANCIAL 


During the fiscal year ending June 30, 1978 Yellowknife Bear earnings, before provision for deferred 
taxes amounted to a record of 55 cents ($2,642,717.00) per share. Of this amount 30 cents ($1,450,610.00) is 
accounted for by the sale of long term investments, principally Alminex Limited. The balance of 25 cents 
($1,192,107.00) per share is represented by income from oil and gas production, along with dividend and 
interest income. As discussed elsewhere in this report, the income from oil and gas production should show a 
further substantial increase during the coming year. 


Subject to the results of Imperial Oil’s Cold Lake production application, which is now being heard 
before the Alberta Energy and Natural Resources Conservation Board, your Company expects in the next 
year or two to start production operations at Cold Lake. 


In view of the above, the Directors have granted incentive options to the two senior Officers of the 
Company, who have been involved in the Company’s Cold Lake project since 1967. The options are more 
fully described in Note #7 to the Financial Statement. 


Brazeau River, Alberta 


Yellowknife Bear has a 10% interest in a natural gas license in the Brazeau area of Central Western 
Alberta on which three excellent Shunda gas wells were drilled in 1976. We have signed a gas sales contract 
for this gas with TransCanada Pipelines and have negotiated a gas processing arrangement with the Brazeau 
unit gas processing plant. These wells were placed on production November 1, 1977 and should produce an 
income of about $300,000 per year for Yellowknife Bear after royalty and operating costs. 


Cold Lake, Alberta 


Yellowknife Bear holds a 65% interest in 4,320 pooled acres of Oil Sands lease in the Cold Lake area 
of N.E. Alberta just south of the lease block on which Imperial Oil is now operating a pilot steam injection 
secondary recovery project producing about 5,000 bbls. per day of oil. Yellowknife Bear and our 35% partner 
Norcen have joined by way of cash contribution the Imperial Oil steam injection project to the North of our 
leases, and are now receiving data from this project. 


Yellowknife Bear has participated in two Cold Lake pilots which produced over 100,000 bbls. of oil by 
steam injection secondary recovery processes. Based on this experience, we believe that the Cold Lake area 
can produce large amounts of crude oil profitably from proven reserves at prices below current world crude 


oil prices. To do so, however, will require favourable royalty and tax arrangements with Provincial and 
Federal Governments and enormous amounts of capital investment in steam generators, steam injector fa- 
cilities and a heavy oil upgrading plant. 


The minimum economic throughput of heavy oil upgrading plant is about 100,000 bbls. per day 
which makes such a project far too large for us to contemplate on our own at Cold Lake. 


In November 1977 Imperial Oil applied to the Alberta Energy and Natural Resources Conservation 
Board for permission to install a 165,000 Barrel Per Day secondary recovery production operation at Cold 
Lake, plus an upgrading plant to process the very heavy 11° gravity Cold Lake oil and convert it to low 
sulphur light crude oil. This application will be heard at a Conservation Board hearing scheduled to com- 
mence September 5, 1978. Provided Imperial Oil can negotiate satisfactory royalty and tax arrangements 
with the Provincial and Federal Governments, they expect to start construction of this four Billion Dollar 
steam injection secondary recovery and oil upgrading plant project in 1980 or 1981. 


Yellowknife Bear and Norcen expect that they will be able to either join Imperial in building the oil 
upgrading plant or contract the processing and upgrading of oil we will produce at Cold Lake in this plant. 


Our pooled lease block at Cold Lake (65% Yellowknife Bear) contains sufficient reserves of heavy oil 
to support production of 15,000 bbls. of oil per day for over 20 years. We have on the drawing board a two 
stage development plan for this property starting with a 2,700 barrel per day pilot prototype operation to 
demonstrate economic feasibility to be followed by a 15,000 barrel per day full stage production operation. 
We are prepared to proceed with the 2,700 barrel per day stage one part of our project as soon as we can be 
assured of oil upgrading facilities at Cold Lake. 


Seal Area, N. W. Alberta 
At an Alberta Crown sale on May 2, 1978 Yellowknife Bear purchased a 5% interest in a 5,760 acre 
natural gas license on which we expect to drill two wells this winter after freeze up. 


West Pembina, Alberta 


Yellowknife Bear participated with a group of companies in a seismic and geological evaluation of the 
area now referred to as the West Pembina oil and gas field. We have bid jointly with our partners at a 
number of Alberta Crown sales. To date, our only successful bids were made at a July 5, 1978 Crown Sale at 
which we acquired a 10% interest in two adjacent half section leases in the extreme south west section of the 
play. We expect to drill at least one well on these parcels after freeze-up during the coming winter. 


Mitsue Area, Alberta 

Yellowknife Bear holds a 14% interest in a lease located just outside the eastern edge of the unitized 
Mitsue oilfield. We have now contracted to drill a well on this lease and we feel there is an excellent chance of 
finding oil at this location and having the parcel added to the Mitsue unit. 


Goat Area, N.E. British Columbia 

At a British Columbia Crown sale on June 28, 1978 your Company purchased a 10% interest in a 
10,228 acre block which was purchased for $1,133,093.00 by a group headed by Amoco Canada Petroleum 
Ltd. The purchase was based on seismic surveys conducted prior to sale. A British Petroleum gas well is on 
production less than three miles from this block and an immediate market and gas pipeline capacity is 
available for any gas discovered in this area. We expect to commence a drilling program on this block after 
freeze-up next winter. 


Buick Creek Area, British Columbia 

In April 1977, Yellowknife Bear purchased a 20% interest in 1722 acres of Crown Lease in the Buick 
Creek area of N.E. British Columbia. In November 1977, we completed the first gas well on this lease which 
flowed 1.9 million feet a day of gas from the Buick Creek sand on a drill stem test. The well was recently 
perforated and sand fractured with a service rig and is currently being flow tested. Provided these tests are 
favourable we plan to drill a second well on this block after freeze-up next winter and tie both wells into the 
nearest pipeline about four miles away. An immediate market exists for this gas. 


U. S. OPERATIONS 


Utah 

Yellowknife Bear has a 114% carried interest in a deep wildcat well being drilled on a 51,000 acre lease 
block on the hinge line in southwest Utah. The well reached farmout depth of over 18,000 feet without 
finding any commercial oil or gas, but some of the partners have decided to continue to about 20,000 feet. 
We declined to contribute to this continued drilling and invoked a penalty clause under which we drop our 
interest in the 9 section block surrounding the well, but continue to retain our 1’/%% interest in the balance 
of the block. 


Offshore Gulf Coast 


In June 1977, Yellowknife Bear participated in the purchase of six lease blocks located offshore from 
Texas and Louisiana in the Gulf of Mexico, at a U.S. Federal Reserve offshore lease sale. The six blocks 
covering a total of 51,520 acres were purchased for a total of $31,866,200.00 and the Yellowknife Bear in- 
terests vary from about 0.6% to 1.0%. The first two wells have now been drilled on the West Cameron Block 
operated by Natomas and have proven sufficient gas reserves to justify ordering a production platform from 
which we expect commercial gas production will begin in 1980 or 1981. A third well is now drilling on the 
Eugene Island parcel and at least two additional wells on other blocks should be spudded this year depen- 
ding on rig availability. 


INVESTMENTS 


Midcon Oil & Gas Limited 
Yellowknife Bear owns 73.80% of the issued stock of Midcon Oil & Gas Limited. 


Midcon owns over SO billion cubic feet of natural gas reserves in the Medicine Hat and Etzikom 
districts of South Eastern Alberta and a 50% interest in South Alberta Pipelines Ltd. 


This South Alberta Pipeline formerly carried only gas produced by Midcon and its partner Pembina 
Pipeline from the Etzikom gas field to Medicine Hat. Late in 1976, the pipeline was tested and upgraded and 
early in 1977 started transmitting gas on a contract basis for other producers in this area. This pipeline is 
now carrying over 32 million cubic feet per day of contract gas. The operation of South Alberta Pipeline as a 
contract carrier gas transmission system should add significantly to future Midcon earnings. 


During the fiscal year ending June 30, 1978 Midcon net income increased to $340, 100.00 (compared 
to $198,483.00 for the previous year) and cash flow increased to $881,371.00 (compared to $585,858.00 for 
the previous year). 


Midcon gas reserves are all dedicated to long term (to 1986) low priced gas sales contracts to the City 
of Medicine Hat and to the Western Co-operative Fertilizer Plant at Medicine Hat. Midcon currently 
receives (including export bonuses) about 40 cents/M.C.F. for gas sold to the City and 45 cents/M.C.F. for 
gas sold to the Western Co-op. This compares to an average Alberta Field price for gas exported from the 
province of about $1.33 per M.C.F. 


Several years ago, the Alberta Provincial Government by withholding permission for additional gas 
export from the Province forced gas exporters such as TransCanada Pipelines to renegotiate all fixed price 
gas contracts and substantially increase gas prices, but no government action was taken on intra-Provincial 
gas contracts. Midcon is therefore still suffering under low priced gas sales contracts with no price renegotia- 
tion clause. 


Midcon management is taking all possible steps to attempt to rectify this situation. 


Midcon has also been attempting to renegotiate the contract price with Western Co-operative Fer- 
tilizers Limited, but to date without success. Midcon gas reserves however, are dedicated only to that par- 
ticular fertilizer plant, which is an old plant, small by today’s standards, which manufactures fertilizers 
not now in great demand. We have reason to believe that even with low priced gas supplies, the plant may be 
becoming uneconomic. 


The gas reserves owned by Midcon are capable of producing gas at a much higher rate than is now the 
case. Obviously, if Midcon is able to renegotiate its gas contracts to attain average provincial gas prices and 
then increase the rate of gas production, it could increase Midcon gas production income substantially. 


FUTURE OUTLOOK 


The directors of Yellowknife Bear Mines Limited sincerely believe that the most valuable asset of your 
Company is its oil sand lease interest at Cold Lake. For a number of years we have carefully conserved our 
financial resources by maintaining a substantial investment portfolio and slowly but steadily building 
production income by participating in fairly low risk stepout exploratory and development operations. Your 
Company has no debt and has the financial resources to carry through stage one of our two stage program at 
Cold Lake which after many years of delay now appears to be almost at hand. We are confident that once we 
establish the economic feasibility with this stage one program, we will have no difficulty arranging financing 
to expand production from our pooled Cold Lake block from 2,700 barrels per day to 15,000 barrels per day. 


Respectfully submitted, 
On behalf of the Board of Directors. 


J. DOUGLAS STREIT, 
President. 


Toronto, Ontario, 
August 21, 1978. 


JOHNSON, RICKARD & CO. 
Chartered Accountants 
TORONTO, CANADA 


AUDITORS’ REPORT 


To the Shareholders of 
YELLOWKNIFE BEAR MINES LIMITED: 


We have examined the consolidated balance sheet of Yellowknife Bear Mines 
Limited as at June 30, 1978, and the consolidated statements of earnings, retained 
earnings and changes in financial position and the schedule of marketable securities 
for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. We have relied on the 
report of the auditor who has examined the financial statement of the subsidiary. 


The recovery of the costs incurred on oil and natural gas properties under de- 
velopment is dependent upon various development projects, the success of which 
cannot be forecast at this time. 


In our opinion, subject to the matter referred to in the preceding paragraph 
these consolidated financial statements present fairly the financial position of the 
company as at June 30, 1978, and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


JOHNSON, RICKARD & CO. 
Chartered Accountants. 


Toronto, Ontario. 
August 8, 1978. 
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YELLOWKNIFE BEAR MINES LIMITED 


(Incorporated under the Laws of the Province of Ontario) 


Consolidated Balance Sheet as at June 30, 1978 


ASSETS 


Current 


Cash and interest beating term deposits ....... =). em ens tet 
Sundry receivables™ ...00.0 5 fees dee oe Oe a8 soe ee nee nee 


Investments 
Marketable securities, at cost (quoted market value $8,948, 143 


1977 = S85136,471). sc 5 & 5 xn eos tere ere en 21a ere ee cree 


Equity in shares and debentures of South Alberta 


Pipe Lines Limited 25s22.2 252s ance tented eens or ire 
Other companies, at cost less valuation adjustments (Note 2)..... 


Interest in Oil and Natural Gas Properties 


Less accumulated amortization and depreciation............... 
Other Assets). 2.0.0... 65. .5 + eee is he ee ee 


Current 


Bank Loan segs Shoe Se ee eb eS a ee ee eee 
Accounts payable‘and accrued liabilities: 30-2... -5- eee 
Income taxes payable “feo. ates eee eee 


Deferred Income Taxes (Note 3)................ 0c cece cette eeees 


Minority, Interests: : 50s... UW eek he ee ee 


SHAREHOLDERS’ EQUITY 
Capital Stock (Note 7) 
Authorized 
5,000,000 shares, no par value 
Issued 


AS14041, ees eid al cece ots oa ee ees em Pe 
Retained Earnings (050.2, 0.2 (fae ee ee ee 


Deduct— Company’s pro rata interest in its shares held by 


SUDSIG1ary.CcOMpaniese. wis eark eo eerie ree ae eee 


APPROVED BY THE BOARD 


J. DOUGLAS STREIT, Director 
W. E. REARDEN, Director 


1978 


$ 2,200,804 
271,388 


2,472,192 


4,659,076 


732,166 
69,386 


5,460,628 


6,861,161 


8,872 


$14,802,853 


$ a= 
67,098 


67,098 


1,433,500 


882,343 


2,382,941 


4,814,041 
7,932,995 


12,747,036 


327,124 


12,419,912 
$14,802,853 


1977 


$ 852,904 
206,964 


1,059,868 


4,801,050 


510,745 
915292 


5,363,087 


6,073,837 


9,006 


$12,505,798 


$ 25,000 
93,946 
570 


119,516 


427,000 


774,905 


1,321,421 


4,814,041 
6,695,233 


11,509,274 


324,897 


11,184,377 
$12,505,798 


YELLOWKNIFE BEAR MINES LIMITED 


Consolidated Statement of Retained Earnings 
For the Year Ended — June 30, 1978 


Balance—Beginning of Year ................ 00.0.0: cece cence 


PRC ce Nei NCOME SONNE NEAR os 352. ieee wing ere, 6 G0 4 vias «ihn ened Geri imes 


Recovery of dividends paid in prior years ............0...26- 


DI CUMCEM OIVICENGS PalGy 2. fee ee ea ld os ve ew SG $385,875 


Less: Adjustment on consolidation .............. 


Balance—End of Year 


Ma.eh et (ew) ers) rele) (0! 16) 6! 16) wi 6 er ehe 6.06 (6 [0:0 6 8 60: 6 6 6 6 6 8) © wre fe 0.0: ‘¢ 


7,648 


1978 


$6,695,233 


1,615,989 


83115227 


SUR 0 


$7,932,995 


1977 


$6,561,997 


471,350 


39,341 


7,072,688 


377,455 


$6,695,233 


YELLOWKNIFE BEAR MINES LIMITED 


Consolidated Statement of Earnings 
For the Year Ended — June 30, 1978 


1978 
Income 
Participation in Oil Revenue after deducting royalties and 
production‘expensés gcc .c. 6c. aia a eo ree eee ee $1,710,067 
Deduct—Oil and gas exploration expenses..................-. 2105955 
1,439,112 
Deduct—Depreciation and amoritzation (Note 1(c))............ 164,120 
1,274,992 
Equity in Income of South Alberta Pipe Lines Limited .............. 40,921 
Exploration and Development Expenses—Mining.................. ( 2,200) 
Investment Income 
Dividends received from Canadian corporations ............... 83,940 
Dividends received from Foreign corporations ................. 40,706 
lnterést cared ine. ek nore ee ee oe eee ee 119,989 
Profit on foreign exchanges, (292: oe ee eee a ee 30,413 
Capitakgain on salewf myestmicmts 7 em 1,450,610 
17 25,058 
General and Administrative Expenses (Note 5) .................... ( 330;251) 
Abandoned Well Costs (Written Off) Recovered ................... 20,228 
Earnings Before Income Taxes, Minority Interest and 
Extraordinary litem © ;.. ....: 3.5 -aeeen ee eee ee ee 2,723,348 
Current income taxes. i 0.52 = Scectee ain ene ote — 
Deferred income'taxes (Note 3) 222222 cae ee 1,006,500 
Minority interest in income of subsidiary companies ................ 100,859 
151075359 
Earnings Before Extraordinary Item ......................-02005- 1,615,989 
Extraordinary item 
Recovery of income taxes due to application of 
prior years’ exploration costs and losses ..............-.«-+- — 
Net Earnings for the Year. 22..05.2 340 <6 cee eee $1,615,989 
1978 
Earnings Per Share 
Earnings per share before deferred income taxes ............... S255 
Earnings per share before extraordinary item.................. $ .34 
Net earnings per-share 4.054 2. one Be co hin cee $ .34 
Fully diluted earnings per share before extraordinary item ....... S32 


Fully. diluted:earnings. pet:share 224 fate ae $ .32 


( 


1977 


$1,176,276 


219,444 


956,832. 


165,787 


791,045 


1,873 
1,938) 


94,235 
34,433 
117,527 
33295 
84,904 


334,394 


301,706) 


51,380) 


172286 


108,264 
241,750 
65,924 


415,938 
356,350 


115,000 


$ 471,350 


YELLOWKNIFE BEAR MINES LIMITED 


Consolidated Statement of Changes in Financial Position 


For the Year Ended — June 30, 1978 


Working Capital Derived From 
Operations 
NET AEE Te TNT OVS ORCL Ren ok 2 a a ary eee 
Add—Charges to operations not affecting working capital ..... 


Salen NV ES UMICILS: (COSTE Valle) ).. fed. 6 « oa. s an-concn call ee 
Be Raa WEUIE ACS rhs ecn., ps Aa ce cassia bs o's, wie S edie ah By eesearanake 


Working Capital Applied To 
oe SENG TES SS ce gs TREE a le 
IRONS eee sUCC AN AIC a, oie ec cba ek eee eo toe 
eras eOM et CICT see) ere fon cole one shins suite wb as on De ape a 
Purchase of interest in oil and natural gas properties............ 
Purchase of shares in Midcon Oil and Gas Limited less working 
Sapital wrist eOm CONSOLICATION |... 5.5.5 ete ete esa aes 


Increase (Decrease) in Working Capital .......................4.. 
ork? Capital swerinniny Of YAR. be... .5 dew ce ce ae en ales 


Working Capital—End of Year ................ 06. cece eee eee 


1978 


$1,615,989 


12h 75951 


2,833,940 
273095001 


3,173,600 


3,708,875 


1,464,742 
940,352 


$2,405,094 


( 


1977 


$ 471,350 
606,016 


1,077,366 


223,090 
39,341 


£339,797 


10,000 
377,455 
37,093 
1,318,250 


156 


1,742,954 


403,157) 
1,343,509 


$ 940,352 


YELLOWKNIFE BEAR MINES LIMITED 
CONSOLIDATED SCHEDULE OF MARKETABLE SECURITIES 
As At June 30, 1978 


Nica Nivbaihenw Ws, “ceocacostancbdobmocectbeocec 


Atlas Yellowknife Mines Ltd. (566,250 Escrowed)...... 


Belco. Petroleum. Corporation. 40 ne. eae ee 


Cabot Corporation. . 


a a, (e Suirewe ‘el yel.s) oy @ elie ce Selene s)he Jelse! eemeneisaiel ley ts) 


Canadian Pacitic Railway Co.5.93 pide eu... ae 


G@anadian Superion OiLidy 27. Ske 2a oe eee 


Dome Mines Limited 


iis: (0; 6] 6, 1o\60 1s), 0. wr ei9) (s. eF (6,6) 101) wel eih eu eirel (eo) 1010) (Omer erie! 


Dome:Petroletim'Emmited:... 2. on.) -5.. Ge eee 


Falcon Seaboard Inc. 


ere, (eo) <0, .0h, <et fe!) 6. 8) 8219110 coh, s ue te) (a) (ui fe etneMelelienie .0) 6 <6. -s 


PCN CS Re EAE th Cue tr CO CONG OO OG 


Gulf Oil of Canada Limited” 224. > eee 


Halhburton Companywitec..2.. 2.) ea einen 
Imperial Oil Limited Ay 223.4) na eee eee 


Mesa PetroleumCorporation: 2am. eee 


Pan Canadian, Petroleum Limited? 2 eee 


Pembina Pape: Lines Limited)... 25.006 eee ne 
Shell Canada. Limited, A\ 4. 64. eee 
Standard Oil of California ee ee ee 


Texaco Incorporated 


C0, ie, (eije! Te. or '¥, (6, (@) (0° 6) te 0. 'e) (ee) 9 (6; 10) © Lo. 6) 16 ese) 1anle 6076, 


No. of 
Shares 


10,000 
1,000,000 
5,000 
15,000 
15,000 
12,900 
300 
2,000 
5,000 
552,040 
8,000 
1,200 
5,000 
5,000 
15,000 
8,400 
15,000 
2,500 
5,000 


Cost 


$ 236,026 
50,000 
176,675 
366,556 
153,878 
709,500 
26,692 
63,751 
125825 
1,434,375 
142,090 
66,550 
143,319 
Pies wo a 4 
233,045 
38,493 
173,304 
84,534 
£56,351 


$4,659,076 


Balance, June 30, 1978 


Market 
Value 


$ 303,750 


39,038 
189,000 
449,400 
116,250 
728,850 

23,950 
123,000 
156,800 

5,255,421 
215,000 

86,184 

91875 
186,200 
483,750 

47,250 
204,375 
111,650 
134,400 


$8,948,143 


NOTE 1: 


YELLOWKNIFE BEAR MINES LIMITED 


Notes to the Consolidated Financial Statements 
For the Year Ended — June 30, 1978 


ACCOUNTING POLICIES 


(a) Basis of Consolidation 


(b 


(c) 


~—S 


The consolidated financial statements include the accounts of the company and its subsidiary 
Midcon Oil & Gas Limited. 


Investments 


Marketable securities are carried at cost. Investments in other companies are carried at cost, 
less write-down for declines in market value where appropriate. 


The 50% investment in South Alberta Pipe Lines Limited, owned by Midcon Oil & Gas Limited 
is carried on the equity basis. 


Oil and Natural Gas Properties 

The company records as an expense all exploration costs incurred until such time as it is decided 
to drill. All costs incurred subsequent to commencement of the drilling are capitalized as oil well 
development and equipment costs. Leases and well costs are carried at cost and are written off 
when the leases are abandoned or when the leases are not considered to have a value equivalent 
to their cost. 


The cost of productive leases and related development and equipment costs are amortized over 
the period of expected productivity. 


NOTE 2: INVESTMENT IN OTHER COMPANIES 


Allowance for Carrying 


Shares Cost Decline in Value Value 
Rich Group Yellowknife Mines Limited ..... $ 41,870 $ — $ 41,870 
Pe eine xe Viens Torte. e Navau a ve wha ise als w 115,200 104,700 10,500 
Sundry advances and other investments ..... 17,016 — 17,016 


$174,086 $104,700 $ 69,386 


NoTE 3: INCOME TAXES 


NOTE 4: 


Di 


vidends from Canadian corporations and the equity in the income of Midcon Oil & Gas Limited 


are not taxable. 


Exploration, development and lease costs are added to the accumulated development and lease 
costs allowable under the Income Tax Act. Deferred income taxes arise as a result of claiming the 
accumulated cost for income tax purposes in excess of those claimed for financial statement 


purposes. 


STATUTORY INFORMATION 


The aggregate remuneration paid or payable to directors and senior officers amounted to $114,837 
(1977—$94,225). 


YELLOWKNIFE BEAR MINES LIMITED 
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NOTE 5: GENERAL AND ADMINISTRATIVE EXPENSES 


General and administrative expenses include the following: 


Directors’ feess..305 Fs Pitas vs ele an ae ee ee 
General and office <0 .5..28 5 25a ae ee ee 
Legal and audit: 3. 655 ss .cageal ole mite rete seater 
Rent and-office:setyices ‘ts...42.... 2 eet ee ee 
Salaries — management andoffice.. 3c ee eee 
Shareholders reports: andexpenses ee 
Transfer and registrar expense =... -. 1. nee ee eee 


NOTE 6: CONTINGENT LIABILITY 


22,344 


$336,251 


wi 


$ 28,750 
33,406 
27,482 
24,480 

128,491 
29; 508 
29,786 


$301,706 


During 1977 the company’s transfer agent refunded all unclaimed dividends declared prior to June 
30, 1975. The company is required to pay unclaimed dividends providing the claim is made within 
six years of the date of declaration. No provision has been made for the potential liability to pay 


these dividends. 


NOTE 7: EMPLOYEE STOCK OPTIONS 


During the year stock options were granted to two officers who are also directors, to purchase 17,000 
common shares each at $5.00 per share on or before June 30 in each of the years 1978 to 1982 in- 
clusive. This option is cumulative from year to year with respect to any shares not so purchased. The 


whole of the shares so optioned may be purchased at any earlier time. 


